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An AICPA publication for the local firm

PROFILE OF A PRODUCTIVE PARTNER
It is often difficult for partners to accept that their
careers are changing. To prosper today, the partners
of local firms must be tough, competent profession
als, able to provide services to present clients and to
develop new business. Accountants can no longer be
technicians only. They must also possess another
characteristic called business acumen.
Referring to accountancy as a business does not
necessarily detract from its status as a profession.
The bottom line is important, and partners must
look upon their firms as business entities and man
age them accordingly. Productivity spells success
for our profession.
The services local firms will be providing in the
future will undoubtedly include audits, taxes, com
pilations and reviews—these are the services clients
must have. The question many firms will be asking
is, “What other services can we provide and what
talent do we need in order to make some money?”
The key to making money in local practice is, I
believe, specialization. I believe, too, that the time to
begin specializing is as soon as there are two part
ners in a firm. Partners must be able to develop
specialties, become authorities in given areas, and
be skilled in marketing their firm's services.
There are a number of services that lend them
selves to specialization. These include such services
as microcomputer consultation, personal financial
planning, and something new such as verification
engagements. The last-named service is performed
when government agencies refinance bond issues,
the CPA firm being engaged to verify that funds will
be available to meet obligations. There is a large
demand for this service—a service in which the CPA
firm can often realize 110 percent to 130 percent of
standard.
When contemplating areas in which to specialize,
the first consideration should be to determine which
services will sell in the future. Much can be learned
in this respect from discussions at partner meetings.

The type of talent that firms need in order to meet
the demand for many new services is changing, too.
In fact, some of the most productive people are not
always CPAs. People with computer science skills
often fall in this category. In other firms, staff skilled
in writing proposals or conducting feasibility stud
ies can be more profitable than junior staff accoun
tants.
Local firms can offer staff accountants variety in
their assignments. Just look over a year’s supply of
time sheets to see how many client engagements
first-year staff typically work on. This can be an
attractive inducement to students whose percep
tions of public accounting are often quite different.
(See "Telling Students About Public Accounting” in
the January issue.)
Recruiting is still a tough job, however—a job
best suited to the youngest and most dynamic part
ner if the firm is to hire the type of people who can
develop into the partners it will need in the future.
And the training for these future partners must start
as soon as they join the firm. They must be taught
how to deal with clients and how to develop new
business.
As well as his or her integrity, honesty, and moral
character being above reproach, a prospective part
ner’s technical competence in a chosen field of
(Continued on page 6)
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A Magic Elixir for Professional Business
Success
Many smaller professional firms find it difficult to
effectively compete on the basis of price. They often
find, too, that the seemingly attractive alternative of
keeping costs down can backfire when those efforts
adversely affect clients perceptions of the practice.
We are all familiar with the telltale signs: the
architect who is too busy to answer telephone calls
from clients; the accountant who promises a client’s
tax return by March 15 each year, but who always
has to file for an extension; the doctor who, rather
than bringing partners into the practice, keeps
patients waiting three hours for a five-minute exam
ination. Each of these professionals fails to act as if
the clients business is really wanted.
Therein lies the least appreciated potential for
competitive advantage in todays business world.
Treating clients as if they were important to the
practice can bond them to you and increase profits
for years to come. Satisfied clients not only remain
with the firm but refer new clients to you. Dissatis
fied clients, on the other hand, tend to "vote with
their feet.” They also are inclined to relate their
experiences to others.
Good client relations take time and conscious
effort, day in and day out. You can differentiate your
practice and make it stand out from the competi
tion, however, by giving your full attention to the
needs expressed by clients.
Five factors help nurture client relations:
□ Set good policy and stick with it. "The client is
always right" should be more than a slogan.
Nobody likes to be wrong or admit to an error. The
client service philosophy should focus on the cli
ent, however. Explain to staff that it is better to
assume the client is right than to lose both reve
nue and credibility.
□ Train staff thoroughly and reinforce often.
Don’t permit anyone to treat clients like adver
saries or as impositions. Every client wants to feel
important and understood and will patronize a
firm that cultivates such feelings.
□ Both talk to clients and listen to them. Find out
what is bothering them and fix it. Everyone wants
to be heard, but not enough people are willing to
listen.

A I C P A 1 0 0
A CENTURY OF PROGRESS
IN ACCOUNTING

1887 1987

□ All clients should be considered important and
treated accordingly. Meet deadlines and make it a
business commandment that computer foul-ups
are never to be used as excuses. Nowadays, people
are savvy enough to know that computer errors
are caused by people.
□ Let your prices follow your service. Business
growth tells you how well your plan is working. As
business expands, you can raise prices in accor
dance with the quality of the services being pro
vided.
Sound too easy to be true? For many it isn’t easy,
though. It requires a significant and sustained
effort. All members of the firm must work consis
tently toward these goals and persistently treat cli
ents as if their patronage were wanted. Once the
commitment is made and the effort follows, your
initiatives will be rewarded. Clients will think of
your firm first for professional services. □
—by Ernest Ten Eyck, CPA
Philadelphia, Pennsylvania
QUESTIONS FOR THE SPEAKER
Participants at MAP conferences often seek

Q advice on how to reward staff members for
bringing in new clients. How do you decide who
really added the client and how do you compensate
them are typical questions.

Responding to these questions, Daniel S. Gold
berg, a Livingston, New Jersey, CPA says, "Any
new clients referred to staff through normal firm
contact belong to our firm and are not subject to fee
participation. He adds, "We rarely have a problem
deciding who brought in the client.”
Richard A. Berenson, a New York City practi
tioner, agrees with that last statement. "We have
paid staff a bonus in the area of 10 percent of fees
collected for bringing in a client," he says, "but this
is a fairly rare situation.”
Robert L. Carr, who practices in Canton, Ohio,
says that one of the problems is to have a fair set of
rules on which to base such compensation. "In our
firm, we have chosen not to use a commission sys
tem," he says, "and simply reflect in a staff member’s
compensation amounts that represent a reward for
unusual marketing efforts." □
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A Small Firm's Marketing Plan
To market successfully, an accounting firm must
first adequately research client needs, and then
invest in the necessary personnel and training to
meet those needs. The firm must have a clear sense
of its identity and direction, target a segment of the
business community it intends to serve, and then
decide how to communicate its capabilities to cli
ents, referral sources, and prospects.
A marketing plan should include all firm
activities relating to the delivery of services to cli
ents and, to remain effective, should be reviewed
annually in light of operating results and changes in
the market. Existing and potential competition
should be considered, and strategies devised to
achieve the firms financial goals. (See sidebar.)
Recent years have seen significant changes in our
profession. These trends seem likely to continue and
should be considered when developing a marketing
plan. It seems inevitable, for example, that the
accounting profession won't be exempted from the
ever-increasing governmental involvement in the
lives of citizens. Compliance with government regu
lations will require increasing specialization and
contribute to the demise of small firms as providers
of the full range of accounting services.
Accountants are expected to be leaders in the use
of microcomputers. At a minimum, practitioners
must be able to assist clients in computer and soft
ware selection and implementation. Clients will
also expect a high degree of automation in the
accountants practice.
Marketing activity will continue to intensify, with
the result that the public will become increasingly
aware of firm capabilities and price negotiability.
Accordingly, the small firms most likely to survive
will be those which emphasize specialization.
The frequency and extent of tax law changes dur
ing the past few years have been pushing generalists
away from tax practice. Tax practice will continue to
be a worthwhile endeavor, however, for those dedi
cated to mastering its intricacies.
CPAs enjoy the publics confidence and are consid
ered objective and independent. We are in a great
position to provide financial planning services if
these can be blended into our existing practices. PFP
services necessitate projecting into the future,
though, while our profession tends to attract histo
rians who worship the past. In order to be suc
cessful, firms must hire staff that is suited to
providing PFP services. These staff members may
not necessarily be CPAs.
Our firm—its strengths and weaknesses
We are a local firm with a total staff of four people.
Our practice is concentrated in the Jackson, Mis-

Marketing organization
The marketing program will be implemented by
using the following tools:
□ Contact program—each executive will be
assigned clients, target clients, and referral
sources with whom periodic contact will be
made
□ Newsletter—our mailing list will include
clients, target clients, and referral sources
□ Meetings — approximately quarterly.
Agenda will include client needs analysis;
review of referral source performance and
civic and social organization memberships;
selection of target clients and specific market
ing projects (seminars, etc.); and planning the
marketing effort
Marketing strategies
Strategies to retain current clients
□ Give good, courteous, timely service—be
accessible
□ Charge fees appropriate to the work per
formed
□ Maintain presence through newsletter
□ Send article clips to clients
□ Implement contact program for major cli
ents
□ Offer recommendations whenever possible

Strategies to increase services / referrals from cli
ents
□ Analyze client needs and assist in satisfying
observed needs
□ Request referrals
□ Educate staff on firm capabilities
□ Client briefing campaigns—acquaint cli
ents with services offered
□ Distribute firm brochures
Strategies to acquire new clients
□ Maintain contact with former clients and
employees
□ Give speeches to target groups
□ Write articles for publication
□ Cultivate referral sources
□ Promote location as part of firm identity
□ Teach seminars and courses
□ Target prospective clients
□ Train staff to market services
□ Submit news releases on firm activities
□ Participate in civic and social organizations
□ Send newsletter to potential clients and
referral sources
□ Distribute firm brochures to potential cli
ents and referral sources

(Continued on page 8)
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Letters to the Editor (Information on Two
Associations)
In part 2 of his article on taking advantage of client
perceptions that was published in the February issue,
Donald B. Scholl mentioned that some CPA firms have
formed associations to provide certain services such
as those relating to personal financial planning and
bankruptcy (LINC and AIA). We thought readers might
like to know about the activities of these associations
and asked two members for some information.
LINC

The opportunities in the personal financial plan
ning (PFP) field are limitless for CPAs who are will
ing to invest the appropriate resources. Obtaining
financial planning information and the requisite
competency to provide the services can be difficult,
though. The key to shortening the learning curve is
to seek assistance from others. This is where the
Licensed Independent Network of CPAs (LINC) can
help.
LINC is a national network of CPA financial plan
ners that was founded in 1984 to provide its mem
bers with resources that would enhance their
delivery of PFP services. The association provides a
comprehensive support program—marketing,
planning, training, products, and regulatory infor
mation—to meet the individual needs of CPA finan
cial planners.
Some of the benefits available to LINC members
are annual technical training qualifying for con
tinuing professional education, practice aids, and
timely information on the latest developments
affecting the field. Members receive a monthly

The AICPA PFP Division
Clients demand expanded PFP services from
objective, independent professionals. If you
already provide PFP services or are thinking of
doing so, you may want to keep the AICPA PFP
division in mind. The division was formed to
provide opportunities for its members to share
special knowledge, exchange experiences and
ideas, enhance profitability, and expand their
competence in the personal financial planning
field and communicate this to the public.
For additional information and a mem
bership application, call (212) 575-3644 or
write to the personal financial planning divi
sion at the AICPA.
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newsletter designed specifically for CPA financial
planners, and can make conference/personal con
sultation phone calls to LINC personnel on general
or specific PFP topics. In addition, the association
holds both an annual and a midyear update meet
ing.
LINC is a registered investment adviser, and
members have access to information regarding
insurance, mutual funds, real estate, direct invest
ments, and the managerial abilities of syndicators,
general partners, and investment advisers. They can
obtain insight into the best PFP publications and
articles, and also have access to software/hardware
information.
There is a national marketing program. LINC
members are provided with a comprehensive mar
keting manual, as well as marketing brochures,
mailers, and media releases. The association also
conducts a national advertising program for CPA
planners in the Wall Street Journal. In addition, LINC
holds workshops and seminars that teach partici
pants about PFP by helping them put together their
own financial plans.
Readers who would like more information should
contact LINC, Incorporated, Suite 100, 404 James
Robertson Parkway, Nashville, Tennessee 37219:
(615) 242-7351.
—Howard Safer, CPA
Nashville, Tennessee

AIA

Since 1980, the Association of Insolvency Accoun
tants (AIA) has served accountants who have an
interest in insolvency and bankruptcy. The associa
tion provides an outlet for sharing information and
educational activities and for the production of a
monthly newsletter. AIA held its second annual con
ference at the Waldorf Astoria Hotel in New York
last December.
One of the presentation topics of great interest to
practitioners at that conference was an explanation
of the significant detriment to bankrupt companies
regarding net operating losses and the reduction of
the net operating losses for future benefits. The
effect of the Tax Reform Act of 1986 on net operating
losses will be important to clients who file bank
ruptcy petitions in the future. The area requires a
thorough understanding of the tax law and the net
operating losses associated with the bankrupt
organization. A detailed outline of the presentation
was given to those in attendance.
Other discussions featured the role of accountants
in takeover and leveraged buyout analyses, their
role in financially troubled companies, and in com-
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Dates Set for PFP Division’s National
Technical Symposium

The AICPA’s personal financial planning (PFP)
division will hold its first annual members
meeting on September 17-18 at the Marriott
Marquis Hotel in New York City. The program
will provide practitioners with techniques and
procedures to help improve the efficiency and
quality of their PFP practices.
The conference is designed to increase par
ticipants’ understanding of this complex and
changing area of practice. The sessions will
cover professional issues and activities of the
division and enable participants to solve a
comprehensive financial planning case study
using the latest techniques, taking into
account all recent tax changes.
Other discussion topics include marketing,
engagement administration, software, com
munication skills, state society PFP activities,
goal setting, and how to provide investment
advice to your clients. There will be separate
sessions at the intermediate and advanced lev
els. A spouses’ lecture will be provided at no
additional fee.
The registration fee is $225 for PFP division
members and $375 for other AICPA members.
Recommended CPE credit is sixteen hours. For
further information, contact the AICPA meet
ings department: (212) 575-6451.

panies engaging in debt restructuring. An attorney
gave a presentation on how accountants are becom
ing more vital in litigation and litigation support
claims. A deputy United States Trustee spoke about
a program that will broaden the use of accountants
in the process of bankruptcy filings. The Bank
ruptcy Act calls for this and for the appointment of
examiners to review certain bankruptcy filings.
Basically, the conference’s underlying theme was
that accountants who specialize in the bankruptcy
and insolvency area, and in debt restructuring or
dealing with financially troubled companies, can
offer a tremendous service to the investment and
banking communities, the United States Trustee’s
Program, the bankruptcy court, and to financially
troubled companies and those that have filed peti
tions of bankruptcy. Increasingly, accountants are
being called upon to prepare analyses and pro
jections, and to render nonopinion information that
can be used in making meaningful management
decisions.
Readers who would like more information about

the association should contact Alexander S.
Knopfler, Suite 2800, 111 East Wacker Drive, Chi
cago, Illinois 60601: (312) 644-7400. □
—David S. Mork, CPA
Bloomington, Minnesota

AICPA Board Approves Insurance Captive

During the mid-1960s, the AICPA began sponsoring
a national plan to provide professional liability
insurance for local and regional CPA firms. Since
1974, the plan has been underwritten by Crum &
Forster Insurance Companies.
Seeing the need for an alternative to total reliance
on the commercial insurance market, which has
been buffeted by recurring crises, the AICPA board
of directors has approved the formation of a nation
wide captive insurance company. “Premium rates
set by the commercial market have skyrocketed
since 1984,” says Norman C. Batchelder, chairman
of the AICPA professional liability insurance plan
committee, which proposed formation of the insur
ance captive. "Policy terms have become more
restricted and available limits a scant fraction of
what they once were," he adds.
Mr. Batchelder explains that AICPA rates were
kept low in prior years to remain competitive with
other liability insurance plans for CPAs. Those plans
have ceased to exist, and present AICPA rates reflect
current market conditions. He says that current pre
miums were established following contempo
raneous actuarial studies by two independent
actuarial firms of prior experience of CPA firm
claims. "We are convinced the plan is on a sound
footing and that the numbers are right," he says,
"but premium rates are unquestionably hurting our
members."
As proposed, the captive will offer AICPA mem
bers the opportunity to own stock in their own
insurance company. The company will not write
policies on its own but will participate with the
commercial market by taking a share of the risk.
According to Charles B. Larson, a committee
member, the captive will help stabilize the plan by
bringing added capacity to the marketplace, and
will exert substantial influence in coverage design
and rates. Mr. Larson says that the captive will offer
the profession maximum flexibility in the insurance
market and minimize unforeseen coverage and rate
problems in the future. Mr. Batchelder adds,
"Experience has shown that it takes at least six
months to have a captive up and running; we will be
making periodic reports on our progress." □
Practicing CPA, April 1987
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Productive Partners (Continued front page 1)
expertise is an assumed attribute. Firms usually
look for other characteristics which they consider
basic prerequisites for partner admission. These
characteristics might include the applicant possess
ing a level of maturity that indicates the ability to
make good business and professional judgments,
leadership and management ability, and being
active in professional and community organiza
tions. In addition, firms want partners who are
enthusiastic and supportive, able to maintain and
develop client services, and who can communicate
effectively with both clients and staff. Ideally, the
perfectly rounded partner would have all of the
attributes found in exhibit 1.
Over the past three years, I have participated in
several Management for Results reunions (as discus
sion leader and as attendee), MAP conferences (as

Practicing CPA, April 1987

moderator and speaker), and partner retreats. In
addition, I have met with many practitioners who
were contemplating selling or merging their firms.
Interested in finding out what essential charac
teristics others thought a partner would need for a
firm to survive and prosper in the future, I obtained
the following contributions from these contacts:
They think a partner will need to be a salesperson;
ambitious; productive; a good supervisor; visible;
profit oriented; have annual chargeable hours over
1,500; and bill and collect. In addition, he or she
should be creative; adaptable; responsible; loyal;
stable (both emotionally and physically); able to
specialize; communicate well (both in writing and
orally); have self-esteem; and possess business acu
men.
About two and a half years ago, I received a ques
tionnaire from a student seeking information on

Exhibit 2
Please rate the importance of the following attributes in the evaluation of a candidate being considered for
admission as an audit partner in your firm. Indicate your response by circling the number that corresponds to
your perception of each item.

Degree of importance
Not
important

Attributes

Technical competence
Effective communication skill
Completes jobs time/cost effectively
Leadership and supervisory skills
Decision-making ability
Business-development ability
Ghent responsibility
Billings and collections effectiveness
Has contacts in business and community
Display of competence in a specialty
Display of experience in various industries
Ability to meet deadlines
Motivation toward achievement
Integrity and honesty
Professional reputation
Willingness to keep current with accounting developments
Seeks and accepts responsibility
Personal, moral, and ethical character
Appearance (physical traits and grooming)
Interpersonal skills
Loyalty to firm
Physical and emotional health
Has a mentor
Stability under pressure
Age

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

1

2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2
2

Extremely
important

3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3
3

4
4
4
4
4
4
4
4
4
4
4
4
4
4
4

4
4
4
4
4
4
4

5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5
5

6
6
6
6
6
6
6
6
6
6
6
6
6
6
6
6
6

5
5

6
6
6
6
6
6

7
7
7
7
7

7
7
7
7
7
7
7
7
7
7

7
7
7
7
7

Please indicate other attributes you consider necessary and rank them.Sales Person

Self-esteem

High number of chargeable hours
Adaptable

1

2

3

1

1

almost the same subject. Exhibit 2 shows how I
responded to the questions. Of all the attributes
listed, however, I believe that a CPA who owns a
piece of a firm practicing public accounting must be
"street smart." That phrase can mean a lot of dif
ferent things to each CPA. To me, it means being able
to
□ Quickly identify opportunities.
□ Size up people.

2

3

4

5

6

2

3

4

5

4

5

6
6

7

4

5

6

7

2

3

□ Clearly see the long-range effect of decisions.
□ Identify transactions that may produce
erroneous financial results.
The outlook for our profession has never been
brighter. The need for the services we sell has never
been greater. Let’s take advantage of the situation
and develop ourselves for tomorrow. □
—by Donald P. Zima, CPA
Atlanta, Georgia
Practicing CPA, April 1987
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Small Firms Marketing Plan

(continued from page 3)

sissippi area, and we are committed to delivering
high-quality service at a reasonable price. We pro
vide the full range of accounting services, although
we specialize in the tax and consulting areas.
Our major strengths lie in our technical expertise
in the tax and financial planning areas. We have
earned respect within the profession, can communi
cate well with our clients, and project a caring
attitude. Also, our office is situated in a novel loca
tion—a renovated historic building in the old sec
tion of town.
We are a young firm and have a few weaknesses.
We have suffered from past staffing deficiencies and
immature management. We are lacking in com
puter technology skills, and our financial situation
is not robust.
Our current practice is comprised of a diversified
group of small businesses and individuals. Our best
clients are highly educated and compensated indi
viduals—a large number of them being profession
als, although we don’t specialize in any one industry
area.
Historically, clients have come to us as a result of
referrals. We have found the traditional public rela

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

tions activities (community involvement, speeches,
etc.) to have been ineffective for our firm. We believe
that a concentrated effort aimed at obtaining refer
rals from current clients and other sources would be
highly successful. With these thoughts in mind, we
developed a marketing plan for 1987. □
—by Joe D. Jones, CPA
Jackson, Mississippi
Thoughts for the Season
According to a recent issue of Research Rec
ommendations, published by the National
Business Institute in New York City, many tax
payers feel comfortable preparing their own
returns but would breathe more easily if they
had a reliable backstop. The publication says
that although tax practitioners have more than
enough preparation work, many will take on
the straightforward review of a return the tax
payer has prepared. In return for catching an
item placed on the wrong line or a misin
terpretation of the law, the bill could be a mod
est charge for one hour of the tax practitioner's
time.
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